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Reflections on the Politics of Foreign Aid*® 


BY JOHN D. MONTGOMERY 


HE ANNUAL foreign aid appropriations hearings in 
the U.S. Congress have turned into something like 
a serialized debate over public virtue. The first stage of 
the debate was the original presentation of Point Four 
as a generous act of international goodwill. A few years 
later, domestic politics began forcing it to claim tough- 
ness and self-imterest as principal virtues. During recent 
years, however, a third stage of debate has appeared, 
after the “tough-minded” approach became increasingly 
inadequate as a basis for evaluating or even justifying 
foreign aid. This involved a return to a politically ori- 
ented humanitarism in U.S. national goals. 

The entrance of political considerations into the de- 
sign of the foreign aid program raises questions which 
were muted during the previous era of mutual security. 
Does the injection of military and economic aid in an 
underdeveloped nation affect its domestic, social, and 
political order? Does the United States have a legitimate 
interest in the political consequences of foreign aid for 
the host government? Should considerations of political 
morality govern the design of the foreign aid program? 
The answer to the first two questions is almost certainly 
affirmative; the third, however, cannot be answered 
without examining some basic assumptions concerning 
the ends of American foreign policy. 

Rejecting political morality as a basis for our actions 
during the second phase of mutual security was a form 
of spiritual self-denial. The “self-interest” criterion 


* The title of this article is used with acknowledgments to 
Rep. Joseph W. Martin of Massachusetts, who first employed 
it inadvertently in a congressional speech referring to another 
weapon in the U.S. arsenal. 

Mr. Montgomery has recently served as academic advisor to 
the Viet Nam Project of Michigan State University. He was 
formerly Dean of the Faculty at Babson Institute and is author 
of the book Forced to be Free (University of Chicago Press, 
1957). 


satisfied Congressmen who had to find among their 
constituents support for foreign aid, and it relieved the 
hard-pressed American taxpayer of the burden of feeling 
uncomfortably and perhaps ill-advisedly benevolent over 
the purposes which foreign aid was serving. But it had 
also imposed certain limitations upon our national ef- 
fectiveness. American prodigality issuing only out of 
concern for our own prosperity and military security did 
not leave room for much else. Because the collateral ef- 
fects of foreign aid were not conscientiously and publicly 
acknowledged at home, the means we were adopting 
overseas were not achieving their fullest results. 

No one has argued, so far as I know, that the excel- 
lence of a means can justify its end; and nowhere, outside 
of our foreign policy, perhaps, has such an axiom even 
been implied. This is not to say that the means now in 
use are above improvement, or to deny the usefulness 
and excellence of some of the recent studies of the tech- 
niques of foreign aid. But the consequences of ignoring 
political ends in the administration of foreign aid have 
forced the overseas aid missions themselves to fill these 
gaps by improvisations and policy substitutes. 

The anomaly of trying to explain in military or even 
economic terms the millions of dollars spent in pro- 
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grams of education, health, governmental reform, and 
other strategically irrelevant activities has become in- 
creasingly apparent to foreign aid administrators. Be- 
cause these and other important potentialities of foreign 
aid had to be momentarily forgotten, Americans over- 
seas refrained from asking whether the programs they 
were administering strengthened or weakened demo- 
cratic forces. They are even more decisively restrained 
from urging political practices at variance with those of 
the recipient governments unless they were related to 
immediate military survival. This means that they have 
sometimes been forced to condone or at least ignore 
repressive measures against peoples in whose name eco- 
nomic and military aid is offered, even where American 
aid has provided the means for such actions. In other 
cases, they have had to authorize the use of American 
funds for projects which were technically unsound and 
politically unwise in order to avoid the appearance of 
interfering in the domestic affairs of the recipient na- 
tion. 

Internal inconsistencies have also characterized the 
operations of American foreign aid for want of a clear 
priority of purpose. Funds for overseas development 
programs have been made to serve simultaneously as 
subsidies to our own merchant shipping and other seg- 
ments of American industry; agricultural aid has been 
withheld from legitimate development programs abroad 
because it might increase exports competitive with 
American production; technical and economic assistance 
has been reluctantly given to (or even withheld from) 
basic industries regardless of their social importance 
because they were to be undertaken with public rather 
than private capital. All of these considerations may be 
legitimate, but they have almost irreconcilable conse- 
quences overseas. They have confused our purposes and 


exposed our programs to ridicule even from our friends. 


Even in military terms, the virtues of mobility and 
flexibility have been weakened by a single-minded em- 
phasis on large security forces to the exclusion of longer- 
range goals. This has reduced the rationale of foreign 
aid to counter-measures against Communism. Year after 
year Administration requests for foreign aid appropria- 
tions were synchronized with releases about Soviet ad- 
vances in economic and technical assistance. This suc- 
ceeded in getting funds, but it also bolstered at home 
and abroad the impression that our foreign aid funds 
were spent only to catch up with Soviet actions or to 
outmaneuver them momentarily. Reports of Chinese- 
built steel mills in underdeveloped areas have been used 
to frighten Congress into accepting some excessive or 
economically unwise commitments abroad. When Rus- 
sians invented gadgets to be distributed at less than cost 
in order to make life easier for possible converts, we 
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began to look for gadgets too. For a time the United 
States appeared to have voluntarily surrendered the 
initiative in a program it had originated. 

Another result of the self-imposed political innocence 
that dominated this second period of the aid program 
was a widespread policy amounting almost to deceit 
practiced on American Congressmen by American ad- 
ministrators. Since Congress was thought to be unwill- 
ing to approve of programs that were not military or 
“defense support,” any operation that was unrelated to 
these goals, however necessary to other unmentioned 
aspects of U.S. policy, tended to be subsumed under 
the guise of the one or the other of these categories. 
Thus the training of tax-collectors, personnel adminis- 
trators, or customs inspectors abroad was justified to 
Washington for years as a contribution to economic 
stability; technical advice to a backwoods farmer was 
made acceptable on the ground that it rendered him 
less susceptible to Communism; and hospitals were 
justified because they might care for wounded soldiers. 
Congressional subcommittees visiting an ICA activity 
usually asked questions designed to support their stra- 
tegic preconceptions. The deceiving of Congressmen, 
while evidently accomplished abroad with little diffi- 
culty, has been a high price in political morality to pro- 
tect vulnerable aspects of the foreign aid program. More- 
over, such subterfuges have not escaped the attention 
of recipient governments interested in how democracy 
“really works.” 

Thirdly, the American tendency to disregard the 
actual political consequences of foreign aid has deprived 
the aid program of an important qualitative difference 
from the extensive parallel activities engaged in by the 
Soviet Union and Communist China. Military aid and 
technical assistance are precisely those elements of for- 
eign policy which America has shared with the Soviet 
Union. Foreign aid technicians advising the North Viet- 
namese have probably been as well qualified as those 
working in South Vietnam. Russian cement plants con- 
structed abroad have been as efficient as American ones 
(to say nothing of Russian-trained armies). For years 
there was no possibility in the U.S. of exploring even the 
propaganda value of a program built upon the hope of 
enlarging the moral freedom of individuals by creating 
the political circumstances in which free choice is pos- 
sible in an expanding area of opportunity. In the past 
few months the expression of this hope has begun to oc- 
cur again in American policy statements, but thus far 
the mechanisms for its realization have not been devel- 
oped. 

The enforced emphasis on “techniques” and military 
security in the American foreign aid program had con- 
tributed to its loss of prestige in countries which claimed 


FAR EASTERN SURVEY 


to seek principally the “spiritual values.” It is ironic 
but true that the Communists, who by definition have 
adopted a deterministic economic interpretation of his- 
tory, have joined with traditionalists of the uncommitted 
world in scorning American “materialism.” Extensive 
and sometimes excellent musical and cultural programs 
dispatched from the United States have not wholly an- 
swered this criticism. The American refusal to consider 
how its political and social values might affect foreign 
aid programs has combined with the envy of groups in 
some of the underdeveloped countries and the propa- 
ganda of the Communists to give currency to the view 
that American values are appropriate only to a wealthy 
nation. 

In spite of hopeful speeches about “people-to-people” 
aid, “Ugly Americans” are in fact not much appreciated 
by other governments. In some countries, indeed, Ameri- 
can technicians are not even allowed to visit areas where 
aid programs are being carried out, except by special 
permission of the host government, Because our official 
posture is one of offering aid to other governments 
against Communism, the United States has had to ap- 
pear indifferent for many years to what these govern- 
ments do for, or to, their own people. American admin- 
istrators have designed many projects in the hope that 
they will become a permanent part of the public service 
to the population of underdeveloped nations. Sometimes, 
it is true, these programs have been inappropriate to the 
needs and resources of the host government but the 
objectives of foreign aid did not leave room for such 
evaluations. Moreover, it has been difficult to exert 
much influence on the manner in which the programs 
are carried out; technicians were not encouraged to in- 
quire into such matters so long as the desired physical 
results were obtained. An important potential of foreign 
aid—that of influencing attitudes of public service and 
emphasizing the recipient government's responsibilities 
to its own people—has thus been lost in many instances. 

The principal characteristic of the second period of 
American aid, then, was its assumption that these pro- 
grams were politically neutral. In view of the anti- 
communist purposes of foreign aid, this assumption is 
contradictory as well as illusory. Once a position against 
Communism was taken, further political decisions were 
almost inescapable. An influential school of scholars 
argues that politica! neutrality has no place at all in 
American foreign policy; and many more would refuse 
to extend the legitimate political purposes of foreign 
policy beyond raison d’état, survival. But the moral justi- 
fication of nationhood rests finally upon the ethical na- 
ture of the state, not upon its mere survival. Once the 
possibility of survival is assured, further considerations 
of a qualitative order can follow. The indiscriminate use 
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of foreign aid to support petty tyrants, or create eco- 
nomic oligarchies, or otherwise hamper the development 
of moral and political conditions favorable to individual 
rights abroad, has begun to show itself to be almost as 
dangerous to the democratic purposes of the American 
state as the moral threat posed by Communism itself. 

Recent experience has demonstrated that some of the 
consequences of technical and economic assistance pro- 
grams have been entirely unexpected. In many under- 
developed countries, for example, foreign aid may favor 
important elements that support inequalities of privilege 
and economic opportunity. These elements range from 
wealthy landowners, monopoly traders, village crafts- 
men, mandarin bureaucrats, ruling families, and mem- 
bers of priestly oligarchies, to Communists, soldiers of 
fortune, and professional troublemakers. None of them 
have automatically welcomed improvements in the so- 
cial and political lot of the masses, especially where 
these occurred by the grace of industrial capitalism, Men 
who are committed to the relics of tribalism, feudalism, 
handicraft industrialism, and caste, tend to consider 
American foreign aid almost as dangerous as Commun- 
ism itself. On the other hand there are many who seek 
industrialism, modernization, and the destruction of 
existing privileges, but who consider American foreign 
aid less effective than the Soviet means of changing the 
economic and social order. A program of democratic 
industrialism has thus actually confronted two equally 
formidable enemies: those who oppose industrialization 
altogether, and those who believe it can be achieved 
more readily by a totalitarian state than through the 
balance of forces essential to the democratic order. 
Politically sterile conceptions of foreign aid purposes 
have not enabled the U.S. Overseas Missions to deal 
effectively with either group. 


The attempt to divorce politics from foreign aid has, 
as was suggested above, deprived the American ap- 
proach of an important qualitative difference from that 
of the Soviet bloc and therefore weakened its impact. 
Communism has certain natural advantages in compet- 
ing with democracy, even when the West is politically 


alert—a_ condition which, unfortunately, it rarely 
achieves. First, for example, is the fact that the political 
objectives of Communism are clear: to create throughout 
the world a mirror of the Communist state at various 
supposed phases of its growth. It is unlikely that counter- 
efforts to encourage indigenous forces of freedom can 
ever be equally clear. Even if American democratic 
theory could somehow become as neatly capsulated as 
Marxism can be, it would still be impossible and un- 
desirable to organize revolutionaries and subversives in 
the Communist pattern. Moreover, American foreign 


policy, lacking the dogmatic rigidity of Marxist purpose, 
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would still have to yield to domestic considerations to a 
degree unknown in the Soviet Union. Apart from purely 
military purposes, Congress has frequently had to com- 
promise political principle in the use of public funds 
abroad. Rarely, but increasingly, Congressional com- 
mittees have urged administrators to press for economic 
reforms as a condition of continued aid. But because 
Congress has so obviously placed military considerations 
first, the beneficiaries of American aid have always 
known that they can safely ignore any half-hearted sug- 
gestions that an administrator might make in the inter- 
est of encouraging of democratic processes of law- 
making or law enforcement, or even of the capitalist 
system. Occasionally a venturesome aid administrator or 
foreign service officer has tried to exert American in- 
fluence to broaden the basis of popular control of a 
regime overseas, but this has always involved him in a 
risky gamble. No one, for instance, has clearly said that 
it is in the American interest to strengthen the National 
Assembly in Viet Nam, even though this probably would 
improve the long-range prospects for the effectiveness 
of the Diem government; apart from the successful 
monetary reform of 1958, there has been little, if any, 
effort to reduce corruption in the government of Laos 
in order to create a responsible and effective administra- 
tion. American foreign aid, though increasingly atten- 


tive to political aspirations in name, has still largely ig- 


nored them in fact. Communist aid programs, on the 
other hand, although advertised as having “no political 
strings attached,” at the same time serve important 
political purposes.’ 

Second, the Communists gain a special sense of con- 
fidence from their conviction that history is on their 
side and that the process of industrialization will even- 
tually lead the underdeveloped lands into the Soviet 
orbit. The Western world has not refuted this claim ef- 
fectively because it has not offered an alternative to the 
theory of economic determinism—-which, indeed, Ameri- 
cans often tacitly accept by relying on economic or mili- 
tary aid to accomplish social and political ends’. The 
wheel of economic determinism simply takes another 


1 See Joseph S. Berliner, Soviet Economic Aid, New York, 
1958, especially Chapter VII. 

2 An illustration of this appears in the following statement 
by Walter S. Robertson, then U.S. Assistant Secretary of 
State for Far Eastern Affairs, before the Senate Foreign Re- 
lations Committee studying the Mutual Security Program, on 
May 11, 1958: “I wish to dwell for a moment on the im- 
portance of the economic development front in the struggle 
with international Communism. In the Far East a number 
of countries are newly sovereign, inexperienced in the arts 
of national government, and confronted with an urgent popu- 
lar demand for rapid economic growth and development. Eco- 
nomic development does not of itself produce political and 
social stability. Stability presumes confidence in government 
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form in the United States, where it is often assumed 
that a certain form of capitalism is necessary to, and 
will automatically produce, democracy. As a result, 
there have been tragically unnecessary instances of 
friendly governments’ rejecting industrialization in prac- 
tice although accepting it in theory, or turning to Com- 
munist sources of aid for types of projects that the U.S. 
would not support for reasons of economic provincialism. 
The assumption that government-owned industry will 
produce totalitarianism tends to cede victory to the 
Kremlin. Yet this is probably one reason why the U.S. 
has hesitated to use aid to such enterprises as a means of 
strengthening the prospects for political democracy. 
Third, the Communists benefit from the preoccupa- 
tion of the underdeveloped world with industrialization 
and economic modernization (where the Soviet and 
Chinese experiments provide the most vivid examples 
accessible to this generation) to the exclusion of political 
and cultural values of individual self-fulfillment (where 
the evidence clearly supports the American experiment) . 
The Communist example provides a grim warning to 
Westerners who prize values that are unknown in many 
parts of the world; but the absence of these values means 
little to those who have never possessed them. Any at- 
tempt to foster an appreciation of these values will re- 
quire some participation in domestic struggles for power 
abroad. It is true that Americans have helped under- 
mine Communism in some countries by encouraging and 
supporting elements that could be identified with demo- 
cratic aspirations. But the potentialities of aid as a 
means of encouraging democratic alternatives to Com- 
munism are still largely unexplored. Where Communism 
has suffered setbacks, this has usually been a conse- 
quence of its own folly (in Hungary and Tibet). 
Whether it can be expected to defeat itself decisively, 
however, is open to doubt. Yet if the American position 
seeks nothing but the of non-Communist 
governments, the initiative for weakening the advance 
of Communism is left to the Communists themselves. 
Fourth, the Communists can increase their strength 
by enlisting the support of enemies of democracy 
whether they favor Sovietization or not. Anti-American- 


survival 


and sense of national unity. It is rather a dynamic and can 
be a disturbing process, displacing much that is old in out- 
look and custom to make way for the new. However, in the 
present world scene, a respectable rate of economic develop- 
ment is a political issue in every underdeveloped country with 
the Communist alternative promising ‘get-rich quick’ schemes 
held before the people by Communist propaganda. Economic 
development, with an attendant upward trend in living stand- 
ards, has therefore become indispensable to popular confi- 
dence in non-Communist government. It is therefore impera- 
tive that the Development Loan Fund be supplied with ade- 
quate funds to play well its crucial part in resolving this issue 
in favor of the Free World.” 
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ism, from whatever source, is used to aid Communism. 
So, indeed, has opposition to programs of economic 
development, even from those who are trying to main- 
tain an intolerable status quo or others whom the Com- 
munists themselves would be forced later to liquidate. 
Occasionally the United States, out of a sensé of expedi- 
ency resembling that of the Soviet Union, has accepted 
the assistance of anti-Communist elements who also op- 
pose the institution of democracy. This has weakened 
our moral position and has still proven unsafe: for un- 
like the Communists, we cannot liquidate our opposition 
after it has served our purpose. U.S. assistance to dic- 
tators, despots, and robber barons has produced some 
cynical and unstable alliances, but dictatorships have 
neither advanced our national objectives nor prevented 
the Communists from seizing power later, after a semi- 
totalitarian state has been conveniently installed. In re- 
trospect it seems clear that we would have been wiser 
in several instances to have abandoned even “strong” 
anti-Communist elements which sought only self-ad- 
vancement and economic enrichment, while ignoring 
the blighted lives of their own people. 

The American posture of moral self-denial has en- 
abled the Communists to benefit from the already pre- 
valent view that the United States is a materialistic 
country devoid of spiritual values and cultural re- 
sources. This is only a propaganda slogan to the Com- 
munists, but in refuting it the U.S. cannot rely on mere 
proclamations of moral purposes. It is this link between 
the spiritual values underlying our world position and 
the technics of foreign aid that is beginning to engage 
the attention of American overseas administrators in 
the third phase of mutual security. 

The ultimate. Communist advantage in confronting 
the West is that of any totalitarian state: ruthlessness 
and discipline. This can be offset by the peculiar ad- 
vantages enjoyed by democracy: a moral commitment 
to freedom and a resourceful administrative initiative 
freed from doctrinaire irrelevancies, but neither of these 
advantages could be demonstrated conclusively during 
the second period of the foreign aid programs and poli- 
cies of the United States. 

The moral basis for U.S. foreign aid is sometimes said 
to lie in the inner dynamics of the democratic philosophy 
itself. If this is true, the Declaration of Independence is 
no more relevant to the national purposes of foreign aid 
than last week’s press conference. The problem is bring- 
ing them into philosophical and operational coherence. 

America’s “sense of mission”* has not always been a 
comfortable companion to her pragmatic philosophies 
and her materialistic achievements. Yet in the great 


3 See V.I. Parrington, Main Currents in American Thought, 
New York, 1927. 
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movements of American destiny (the Puritan theocracy, 
the Manifest Destiny, the New Freedom, and that blank 
cartridge lately known as the Liberation Policy) there 
were always eloquent spokesmen on behalf of an Ameri- 
can mission, each with a different interpretation of its 
gospel, and all expressing a strong moral purpose, but 
none rejecting materialism as a means for achieving the 
good life. The foreign aid program was perhaps our 
first national attempt to “reconcile” our moral and ma- 
terial aspirations in a specific program of action over- 
seas without invoking the arrogance of colonialism. 
Point Four sought to advance the moral values of 
democracy by linking them to peaceable technical ad- 
vancement and economic betterment. It was a logical 
sequence from the improvised programs of “artificial 
revolution” in West Germany and Japan, where in the 
still glowing ashes of destruction we had tried system- 
atically to cleanse those nations of the militaristic and 
nationalistic elements that had brought them to war. 
Point Four, the Marshall Plan, and Mutual Security 
were in the same “interventionist” tradition, suggesting 
new purposes as well as techniques for the U.S. foreign 
policy. But these purposes, appropriate to postwar re- 
construction, seemed an impertinence irrelevant to the 
American government's preoccupation with military se- 
curity and economic stabilization during the fifties. The 
Eisenhower administration corrected some of the naiveté 
of Yalta, Potsdam, and the Atlantic Charter without 
substituting an equally vigorous purpose for our con- 
tinued action abroad. 

The moral supremacy of the individual in this con- 
test is still a distinctively Western, and still revolutionary, 
value. It remains the source of Western ethical standards 
in spite of new pressures on the individual from such 
community values as nationalism, solidarity, and social 
conformity. And it is closely attached to worldly, if not 
“materialistic,” values. 

The individualistic value system is neither obvious nor 
universal. Most of the ancient philosophies of the East 
still find an ultimate source of values in the family or 
in the larger community rather, than in the individual; 
some even aim at extinction of the individual. The 
moral and political implications of many apparently 
harmless aspects of American technical activity may 
therefore unintentionally offend against fundamental 
ethical convictions in parts of the Orient, where Western 
techniques may promote a “good” which many Asians 
regard an “evil.” The same argument also applies of 
course to Communist policy, which is intentionally de- 
structive of family and traditional community, as well as 
individual, values; but it is no moral problem for the 
Communists to destroy the cultural aspirations of others. 
The problem which this ethical conflict poses for demo- 


cratic change in Asia is not how to preserve the ancient 
values intact, for they are already changing. The ethical 
problem is how to accommodate these changing value 
systems to growing material and technical demands 


without destroying, accidentally, a respect for other 
human values. It is very unlikely, to say the least, that 
social Confucianism in its traditional form (the mildest 
of the Oriental anti-individualist philosophies) can long 
withstand the impact of industrialization and urbaniza- 
tion, and the political implications of the system that is 
to emerge from the present tensions may be even more 
devastating to it. 

The clash of values between East and West, and 
within the changing East, is further confused by the 
conflict of moral purposes within the United States it- 
self. In spite of our recent history, it is still a novel and 
highly controversial proposition’ that a democratic state 
may have an obligation to protect the free moral choice 
of individuals who are not subject to its own jurisdic- 
tion. I would not wish to deny that this proposition has 
its own element of danger, especially if taken as an in- 
vitation to impose our way of life upon others. But it 
has already led us into “legitimized” forms of interven- 
tion overseas, such as those represented in our military 
occupations of Germany and Japan and in some of the 
lateral activities of our present foreign aid programs. 
There are political and moral values implied in many 
of our international activities; the tragedy is that these 
implied values are not always representative of Amer- 
ica’s best political traditions. 

Without going so far as to devise means of exporting 
democratic revolution, one may say that American for- 
eign policy can still take cognizance of the ways in which 
economic aid affects political growth and change in the 
under-developed nations. At some point in the evolution 
of national independence, political forces tend to press 
for a democratic constitution that will give absolute 
peacetime protection to the rights of individual citizens; 
at this point, American aid may decisively influence at- 
titudes and institutions concerning such rights. In the 
post-crisis period of national independence, the moment 
arrives at which it may become possible for a newly 
stabilized central government to tolerate responsible op- 
position, but such a phenomenon does not always appear 
unless something outside the existing power structure 
make it possible. Tax burdens in formerly colonial coun- 
tries often impose heavy levies upon rising industrial 
enterprencurs and businessmen as others seek to assume 
for themselves the pre-capitalistic privileges of their 
colonial predecessors. Here again, the force of American 


4 Some indeed consider it unconstitutional. See Elgin 
Groseclose, “Diplomacy or Altruism?” in J.W. Wiggins and 
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economic and technical assistance makes an important 
impression, whether so intended or not. 


Effects of Foreign Aid 


Changes of this order are almost inevitably stimulated 
or retarded by the American presence overseas. Ameri- 
can-sponsored improvements in agricultural techniques 
undoubtedly bring changes in the pattern of rural life. 
As the productivity of the individual farmer is enhanced, 
the family system becomes less useful as a social basis 
for tilling the soil. At the same time, improved industrial 
techniques imported by American aid have attracted 
workers from farm to city even in countries like Viet 
Nam, Laos, and Cambodia, where there are vast tracts 
of undeveloped land. Moreover, aid-financed comforts 
of life are usually introduced first in the cities, to which 
members of rural families are sometimes drawn faster 
than they can be absorbed. In another field of technical 
assistance, newly-developed government procurement 
agencies may undermine traditional sources of graft 
which have long maintained bureaucratic elites or even 
political parties in power. And technical changes in tax 
or investment laws may encourage new forms of eco- 
nomic activity and eventually change the social and 
political role of the businessman, Finally, American sup- 
port of a foreign military elite may influence the role of 
the civilian elements in the recipient country, especially 
when conducted, as at present, under the soldier’s illu- 
sion that because an army is “non-political” such factors 
may safely be ignored. These represent only a few of 
many examples wherein American foreign aid is ac- 
celerating or showing changes that are organic to the 
development of underprivileged nations. It may also 
introduce entirely new (and still unknown) changes not 
related to internal developments. The actual direction 
of change introduced or stimulated by foreign aid has 
not yet been adequately appraised. 

However “neutral” technical assistance may appear, 
even well-established aid programs have to be altered to 
conform to political considerations in the recipient coun- 
try. Often such decisions are made by the technicians in- 
volved, although sometimes they may involve serious 
political considerations. Agrarian reform programs, 
(especially the land transfers involving foreign holdings) 
almost certainly touch off political aspirations. In Viet 
Nam, where land transfers are being accomplished suc- 
cessfully, aid to the socially more important programs of 
rent reduction and tenure security had to be abandoned 
“despite repeated efforts by USOM to generate inter- 
est. . . . Lack of official concern [by the Vietnamese 
themselves] was the main reason for USOM to drop its 
support for this activity in the FY [fiscal year] 1959 


FAR EASTERN SURVEY 


budget.’® In Laos the community development program 
aroused much opposition and won little support from 
the central government because the Pathet Lao (Com- 
munist Party) objected to the presence of American 
technicians denounced as “spies”, in the countryside. 
Eventually a procedure was worked out whereby small 
amounts of U.S. aid funds were delivered directly into 
the hands of provincial governors for self-help projects; 
but some observers still fear that central ministries may 
later attack this “by-passing” of their authority, In Viet 
Nam a similar proposal was vetoed by the central 
government, which evidently feared the political con- 
sequences of even that much decentralization. 


Recently foreign aid technicians in Asia and the 
Middle East have noted a tendency of their host govern- 
ments to regard American aid as a permanent aspect of 
their national budgets, arising out of an assumed Ameri- 
can obligation to her own national well-being. This at- 
titude is too complex to be analyzed here, but it is prob- 
ably compounded of repeated American expressions of 
gratitude to, if not dependence on, these governments,® 
together with the fact that the amount, and even the 
nature, of American aid seems to be at least partly, if 
not wholly, a function of strategic factors rather than of 
its demonstrably economic or social usefulness to in- 
digenous democratic aspirations. 

Sometimes technical problems involving politics may 
be referred by the foreign aid technicians to the U.S. 
mission director, if their consequences are apparent soon 
enough. If serious contention appears likely, they may 
be discussed by the country team, made up of the Ameri- 
can ambassador, the director of the ICA Mission, the 
head of the U.S. Information Service, and the com- 
manding general of the U.S. military assistance advisory 
group. At such times the possibility of rendering a re- 
sponsible decision is complicated first by the absence of 


.5 Division of Agriculture, U.S. Operations Mission, Viet 
Nam, Report of Agriculture Project Development in Viet 
Nam, Calendar Year 1958, Saigon, 1959, p. 64. 


6 “The free countries of Asia face vastly complex problems 
in the development of their political processes and in attain- 
ing economic growth . . . They look to the United States for 
assistance . . . They know, and we know, that our security 
and progress are related to theirs.” (Walter S. Robertson, in 
a statement to Senate Foreign Relations Committee studying 
the Mutual Security Program, May 11, 1958). President Eisen- 
hower’s speech at Gettysburg College on April 4, 1959 stated 
that “our own national interest demand some help from us in 
sustaining in Viet Nam the morale, the economic progress 
and the military strength necessary to its continued existence 
in freedom.” U.S. Technicians in Viet Nam reported that 
the government of that country stiffened its attitude toward 
U.S. aid immediately after this speech (which devoted a third 
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the kinds of “impact data” described above, and second 
by the vagueness of the political goals toward which 
American policy are supposed to be working abroad, 
where immediate military security is not concerned. In 
most circumstances, however, the political consequences 
of technical operations have not been recognized or are 
not considered relevant to the physical achievment of 
the programmed objective. Review of technical pro- 
grams by the country team are therefore very rare in- 
deed in the face of more urgent consid¢rations. 

Overwhelming evidence refutes the charge that the 
flag follows the American aid dollar in the colonizing 
sense, In fact, the American official presence overseas is 
sometimes self-restrained to the point of ineffectiveness. 
But in one sense this criticism is justified, for there is 
often an American influence upon the host society that 
is not a factor of our own will. It is certainly not our 
intention to have a vulgarizing, materialistic, or anti- 
democratic impact, but this is sometimes the result. Per- 
haps this pattern can be altered, but first it must be 
identified. 


American Impact 


This kind of American impact can be known. Already 
some countries are permitting the U.S. Information Ser- 
vice to conduct sample public opinion surveys touching 
upon related questions, or are making their own polls. 
These efforts may eventually develop into more thor- 
ough-going sociological and political “impact” analyses, 
though no such development is yet in view. There is a 
dawning recognition, however, that in appraising the 
residual effectiveness of American activities abroad it 
is as important to know the political and social impact 
of American aid to audit the “end use” of funds or 
equipment given abroad. There are already some begin- 
nings in impact analyses, including public opinion stu- 
dies, family-group analyses, and others, some of which 
are even officially sponsored for the benefit of admin- 
istrators and policymakers. A growing awareness of the 
political potentialities of foreign aid, in a moral rather 
than manipulative sense, suggests that further studies 
of this sort may now be possible. Under-Secretary of 
State C. Douglas Dillon summarized this ethical position 
in terms reminiscent of President Truman’s original 
Point Four address: “Our cause today is not just the 
preservation of our lives, our nation and human liberty 
on this planet—it is the encouragement of a political 
and social structure in which the full energies and the 
untold benefits of science can enrich the peaceful lives 


more space to Vict Nam than to Japan, and five times as much 
as to the West Berlin question). 
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of human beings everywhere.”’ He also referred to “the 
deep-rooted strain of humanitarian idealism which is a 
major motivating force behind our foreign aid efforts,” 
during the same week.* 

Such speeches have come with increasing frequency 
from members of the administration. Their lead has not 
yet been widely accepted in Congress, however. Neither 
pronouncements in budget sessions nor inquiries by visit- 
ing Congressional committees have departed very far 
beyond the strategic and military justifications used a 
few years ago as the principal prop of mutual security 
legislation. Nevertheless, recurring questions of foreign 
aid policy are beginning to call attention to other con- 
siderations. 

Political questions are implied in many of the appar- 
ently technical decisions which the Administration and 
Congress must make. The question of whether or not to 
withhold aid from neutral or uncommitted nations, for 
example, depends partly upon a political as well as a 
military judgment: whether U.S. funds can be safely 
used only to reward and strengthen nations which are 
already anti-Communist, or whether they can also cre- 
ate conditions abroad in which Communism could not 
readily find a foothold. Both positions have been, taken 
in American aid programming, but increasing willing- 
ness to adopt the latter view suggests a disposition to 
make limited use of foreign aid to foster political democ- 
racy and economic conditions capable of forestalling, if 
not precluding, Communism. 

Other seemingly technical problems also depend upon 
the resolution of fundamental political problems. The 
banker’s choice between “loans” and “grants” depends 
upon whether aid funds can be more effectively used for 
economic purposes by imposing conditions upon the 


beneficiary (almost invariably the consequence of any 


reasonable loan program) or whether the sovereignty 
of the recipient country must be considered so absolute 
as to block our own freedom of action in avoiding the 
use of aid grants so as to harm our national purposes. 
The Soviets have indicated a preference for credits be- 
cause they tend to create economic dependency, but the 


7 Statement to Senate Foreign Relations Committee, May 4, 
1959 (emphasis added). He also cited the demonstration of 
12 years of foreign aid as “an instrument... for... the 
strengthening of freedom .. .° On the same day Vice-Presi- 
dent Nixon spoke in a two-day conference in Washington on 
“India and the United States, 1959" contrasting U.S. and 
Russian purposes by the fact that our purpose is .. . to allow 
all countries to be independent of us, and of any foreign 
He did not mention any other political values 
beyond survival as an independent added that 
presented not in terms of the 


domination.” 
state, but 
America’s case can best be 
defeat of Communism, but the “victory” over want and di- 
sease and of “freedom over tyranny.” 


8 Quoted in ICA Digest, Washington, May 8, 1959, p. 4. 
88 


U.S. approach, involving extensive grants, has still to 
devise an effective means for supporting democracy.° 

Even the question of whether “waste” and “corrup- 
tion” are to be eliminated or not depends upon a poli- 
tical decision. Waste enriches (and sometimes creates) 
certain elites that are in a position to take personal ad- 
vantage of an aid program. Waste may be undeserved or 
unproductive; it may involve “small business” elements 
in the United States or ministerial or bureaucratic 
groups abroad. Those profiting unduly from such a pro- 
gram (and there have been many) are seldom suscept- 
ible to Communism, and many of them are already in 
high places in the recipient government. Nevertheless, 
American policy is in principle opposed to relying upon 
their support in spite of their strategic potential as build- 
ers or strengtheners of anti-Communist forces. In part 
this may be explained as the result of a natural revul- 
sion against graft, but insofar as it is a rational position, 
it rests on the political proposition that such elements 
do not create a stable alternative to Communism. 

Some thoughtful students of foreign aid have argued 
in favor of administration by an international body in 
order to avert Communist charges of dollar diplomacy. 
Again, the American reluctance to substitute the U.N. 
for ICA may be cynically explained as a wish to retain 
control of tax-derived funds or as a desire to reap a har- 
vest of gratitude; but a more rational explanation would 
involve some intention of using American funds to fur- 
ther political purposes not permissible to a neutralized 
international agency. 

Many of these questions cannot be answered by re- 
search. It is small wonder that studies sponsored by the 
President and the Congress have thus far skirted them. 
But they have persisted, unresolved by time. Jf we do 
not consciously choose our ends, we do so unconsciously, 
and a continuation of unpremeditated actions is visibly 
committing us to furthering a certain set of values. 
Where, for example, we have denied aid funds to cer- 
tain countries and favored others, we have made a 
political choice. If we use aid funds without reference 
to the resultant effects on existing elite structures, we 
have committed ourselves to a particular program in 


9 Leonard S. Saccio, Acting Director of the ICA, appeared 
before the Senate Foreign Relations Committee on May 20, 
with a statement suggesting the political inadequacy of the 
“credit” approach: “To confine all U.S. economic assistance 
to banking-type institutions could lead only to one of two 
results: it could either greatly restrict this government's ca- 
pacity for quick, flexible and effective action to meet essen- 
tially political requirements. Or, as I think events would 
soon compel, it could result in revamping the operating 
methods of these banks so that they could begin to respond 
more promptly and flexibly, to meet these requirements in 
the same way now that ICA meets them.” 


FAR EASTERN SURVEY 


combatting Communism. Questions like these are being 
raised more frequently by administrators overseas and 
by legislators and administrators at home than they have 
been in previous years. 

As yet many fundamental issues of American policy 
are being formulated by technicians and aid adminis- 
trators, without much guidance from Washington. But 
it is now apparent that a posture of political innocence 
abroad has not spared Americans from charges of a 
disguised (even benevolent) form of colonialism. Even 


our friends and allies have not uncritically accepted the 
doctrine that foreign aid is a politically neutral tech- 
nical operation. Technical, economic, and military as- 
sistance cannot be administered without having some 
impact upon social and political development in the 
recipient countries. The kind of “better world” which 
these developments may bring about will depend in part 
upon an explicit acceptance of the fact that United 
States foreign aid policy is not neutral about political 
values. 


China's Year of the “Great Leap Forward" 


BY THEODORE SHABAD 


|* APRIL 1959, the Chinese Communist authorities pub- 
lished several important economic reports that con- 
tained the main statistical datd on the growth of the 
Chinese economy in recent years. These reports were: 
(1) the communiqué on the fulfillment of the First 
Five-Year Plan (1953-57); (2) the communiqué on 
economic development in 1958, the year of the nation- 
wide production effort known as the “great leap for- 
ward; (3) Premier Chou En-lai’s report on the work 
of the government to the National People’s Congress; 
and (4) Deputy Premier Li Fu-chun’s report on the 
economic plan for 1959.' This article, intended to bring 
the statistical picture of the Chinese economy up-to-date, 
is based on the published documents and other per- 
tinent Chinese Communist sources with their inherent 
limitations. The figures include the final results of the 
First Five-Year Plan, for which only preliminary data 
had hitherto been available,* the results of the “great 
leap” of 1958 and the plans for 1959. 

A significant measure of the growth of the Chinese 
economy is investment in capital construction, which 
includes construction of factory buildings and _ their 
productive equipment, railroads and other means of 
transportation, as well as residential housing, office 
buildings, schools, hospitals and other public institu- 
tions. Total investments in capital construction during 
the First Five-Year Plan (1953-57) amounted to 55 

1 The English texts of the communiqués on the First Five- 
Year Plan and on 1958, as well as Chou’s report, appeared 
in Peking Review, April 21, 1959. Li’s report was published 
in Peking Review, April 29, 1959. 

2 The most recent and most reliable appraisal of the 
First Five-Year Plan is that by Choh-ming Li, Economic De- 
velopment of Communist China, Berkeley: University of Cali- 
fornia Press, 1959. 


Mr. { abad is a staff member of the Foreign News Desk of the 
New York Times and author of China’s Changing Map. 
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billion yuan.* This sum included direct appropriations 
from the state budget totaling 49.3 billion yuan, which 
thus exceeded the original five-year capital investment 
plan of 42.7 billion yuan by 15.3 percent. The rest of 
the capital investment was contributed out of the funds 
of various government agencies and local authorities. 

Of the total budgetary investment in capital con- 
struction in the five-year period, 56 percent went to 
industry, 8.2 percent to agriculture, forestry and water- 
control projects, and 18.7 percent to transportatio.: and 
postal and telecommunication services. The large share 
of industrial construction reflects the industrialization 
program that is the keystone of Chinese Communist 
economic policy. Within the industrial field, in turn, in- 
vestments in heavy industry (steel, power, coal, oil, 
chemicals, machinery) absorbed 87 percent of all funds 
for industrial construction, while light industry, pro- 
ducing mainly consumer goods, received 13 percent. 
This lopsided division of industrial construction is in 
accordance with the priority granted by the Chinese 
authorities to heavy industry in their efforts to build 
a strong industrial nation in the shortest time. 

Table I shows annual capital construction investments 
out of the state budget during the First Five-Year Plan 
and later years. The high tide of construction during the 
Five-Year Plan was reached in 1956, when the bumper 
crop of 1955 and the successful drive for socialization 
of the economy in early 1956 induced the Peking re- 
gime to raise investment by 60 percent. However, the 
great increase evidently forced excessive reduction of 
consumption in 1956, and the following year the gov- 


3 Although there is an official exchange rate of about 
2.4 yuan to the U.S. dollar, no useful meaning can be at- 
tached to the official dollar equivalent of the yuan values in 
view of Communist China’s internal price controls and insula- 
tion from international price movements. 


ernment adopted a policy of retrenchment. This in- 
volved, for the first time under the Five-Year Plan, a 
reduction of capital construction below the level of the 
previous year. The large gap between planned and 
actual investments in 1958 reflects the unplanned 
“great leap forward” during that year. It is noteworthy 
that planned investments for 1959 are not expected to 
return to the more modest levels that preceded the 
great leap and are scheduled to exceed even the volume 
of construction achieved in 1958. In that year, indus- 
trial construction absorbed 65 percent of all investments, 
agriculture and associated fields 10 percent, and trans- 
portation and communications 13 percent. In 1959, ac- 
cording to the investment plan, the share for industrial 
construction will remain about the same at 66 percent, 
with allocations for steel, power, coal, petroleum, chem- 
ical, timber and building materials industries alone ab- 
sorbing 46 percent of all capital investment. The share 
of capital construction in transportation and commu- 
nications is scheduled to rise to 20 percent in 1959, 
while that in agriculture will drop to 7 percent of 


the total. 


1. Strate CaprraL ConsTRuCTION INVESTMENT 


(in billion yuan at current prices 


1952 
1953-57 Plan 
1953 
1954 
1955 8.6 
1956 14.0 
1957 12.6 
1953-57 Total 49.3 
1958 Plan 13.8 
1958 Actual 21.4 
1959 Plan 27.0 


* Figures in parentheses indicate totals including funds from 


local sources. 


The sharp reduction of state investment in agricul- 
ture is explained by the fact that the newly created 


people’s communes, as large operating units, will be 


able to make larger investments of their own in agri- 
cultural development. In addition, the 1959 state budget 
allocates 1 billion yuan as a subsidy to poorer com- 
munes, which will use part of these additional funds 
for capital construction in agriculture. 

The quickening pace of industrial construction is 
also evident from the number of large projects under 
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construction or completed.* The Five-Year Plan called 
for the construction of 694 large industrial and mining 
projects, of which 455 were to be completed by 1957 
and 239 after 1957. Actually 921 large projects were 
under construction during the five years 1953-1957, or 
227 more than the number set by the plan. Of the 
projects under construction, 428 were completed and 
109 went into partial operation by the end of 1957. 
During the great leap of 1958, about 1,000 large indus- 
trial and mining projects were reported in operation, 
and about 700 went into full or partial production com- 
pared with the 537 (428 completed and 109 partly 
completed) that went into operation during the entire 
five-year period 1953-1957. For 1959, the economic 
plan envisages construction on 854 industrial projects 
(693 in heavy industry and 161 in light industry), of 
which 670 are scheduled to be in full or partial opera- 
tion within the year. 

Under the Five-Year Plan, the core of the industrial 
construction program consisted of 156 large projects 
to be built with Soviet aid. Of these, 145 were to be 
under construction during the five-year period, 45 were 
to be completed and 18 others in partial operation by 
1957. During his visit to Peking in April 1956, Anastas 
I. Mikoyan, Soviet First Deputy Premier, concluded 
an agreement with the Chinese authorities adding 55 
projects to be built with Soviet aid, thus making a 
total of 211. In the course of implementing the Soviet 
aid agreements, the number of Soviet-aid projects was 
reduced to 166, in part throvsh the merger of some 
projects during their construction. Of this number, 135 
were under construction during the five-year period 
1953-1957 and 68 were fully or partly completed and 
put into operation. During 1958, 45 other Soviet-aid 
projects went into full or partial operation, leaving 53 
still to be built. Starting in 1959, in addition to these 
remaining projects, the Soviet Union was to assist 
China in the construction of 125 new projects, for 
which agreements were signed on August 8, 1958, and 
February 7, 1959. 

Eastern European countries are also credited by the 
Chinese with assistance in capital construction during 
the five-year period, 1953-1957. Out of a total of 68 
projects being built with the help of East Germany, 
Czechoslovakia, Poland, Hungary, Rumania and Bul- 
garia, 64 were under construction by the end of 1957 
and 27 had gone into operation. 

Another measure of Chinese economic growth is pro- 
vided by the official index of the gross value of indus- 

4 The term “large project’ is used here to signify the 
so-called above-norm projects, which require capital invest- 
ment in excess of a certain limit. This limit is usually set 
at about 5 million yuan in heavy industry and 3 million in 
light industry. 
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(55.0) * 
(14.6) * 
(26.7) * 


trial and agricultural output. This index is the total 
value of the output of farms and industrial enterprises 
in terms of constant prices. During the Five-Year Plan 
1953-57, gross value was calculated in 1952 prices, but 
starting in 1958, 1957 prices were adopted as the con- 
stant base. The gross value index exaggerates the level 
of production because the value of commodities pro- 
cessed successively by two or more factories will figure 
in the gross value product of each factory. This dupli- 
cation is far more serious in statistics for industry, where 
products pass through more processing stages, than in 
those for agriculture. A more accurate measure of eco- 
nomic growth, preferred by Western economists, is the 
_net product, also known as “value added,” which ex- 
cludes the cost of materials. Professor Choh-ming Li 
has computed that during the period of the First Five- 
Year Plan the net product was about 75 percent of 
the gross product in agriculture, 50 percent in heavy 
industry, 30 percent in handicrafts, and 20 percent in 
light industry. Since the ratio of net to gross product 
remained relatively constant from year to year, how- 
ever, the gross value figures provide a rough measure 
of the rate of Chinese economic growth (Table 2). 


Taste 2. Gross VaALueE or INDUSTRIAL AND 
AGRICULTURAL OUTPUT 


(in billion yuan, in terms of 1952 prices) 


1952 1953 1954 1955 1956 

All industry 34.3 44.7 52.1 549 70.4 
Factory industry 27.0 356 41.5 448 58.7 
Heavy industry 10.7 14.7. 17.6 206 29.2 
Machinery 14 2.2 2.6 3.0 5.8 

Light industry 16.3 20.9 23.9 24.2 29.5 
Handicrafts 73 91 #106 10.1 11.7 
Agriculture 48.4 499 516 55.5 58.3 
Total 82.7 94.6 103.7) 110.4 128.7 


(in billion yuan in terms of 1957 prices) 


1957 1958 1959 Plan 
Industry and Handicrafts 70.4 117 165 
Heavy industry 32.9 
Machinery 10 
Light industry 37.5 
Agriculture 53.7 
Total 124.1 


During the First Five-Year Plan, the Chinese com- 
puted the gross product for comparative purposes in 
constant prices of 1952. However, in the course of the 
five-year period several price adjustments were made 


5 Choh-ming Li, of. cit., pp. 86-93. 
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that were not reflected in the gross product based on 
1952 prices. There was a general tendency toward in- 
creases in the prices of some farm products and _ to- 
ward reductions in prices of most industrial products. 
Moreover, many new products were turned out for the 
first time after 1952 for which no 1952 prices existed. 
It was therefore decided that, starting from 1958, a 
new statistical series would be computed, expressing the 
gross product in terms of constant 1957 prices. In ad- 
dition some structural changes were made within the 
classificatory divisions of gross product. Beginning in 
1958, handicrafts, which by the end of 1957 had been 
concentrated about 90 percent in cooperatives, were 
no longer to be separated statistically from factory in- 
dustry. The breakdown of industry into heavy industry, 
producing mainly capital goods, and light industry, pro- 
ducing mainly consumer goods, which was previously 
based only on factory output, was henceforth to apply 
to the sum total of all industry, including handicrafts. 


The priority accorded by the Chinese to heavy in- 
dustry emerges clearly from the figures in Table 2. 
During the First Five-Year Plan, production of heavy 
industry increased by 3.2 times from 10.7 billion to 
34.3 billion yuan (1952 prices) while the output of 
light industry rose by only 89 percent, from 16.3 billion 
to 30.7 billion yuan. The share of heavy industry 
within all factory industry increased from 39.7 percent 
in 1952 to 52.8 percent in 1957, when for the first time 
it exceeded the value of light industry. As a result of 
the reorganization of the gross product statistics in 1958, 
when handicrafts (producing mainly light industrial 
goods) were combined with factory industry, the share 
of light industry again exceeded that of heavy industry. 
But during the great leap of 1958, the output of heavy 
industry doubled while that of light industry rose by 
only 34 percent. Although the use of the gross value 
statistics results in some distortion between the heavy 
and light industry sectors, it seems clear that producer- 
goods industries have been growing about twice as fast 
as consumer-goods industries.® 


In terms of gross product, industry and handicrafts 
have both been growing more rapidly than agriculture. 
The total value of factory output rose by 2.4 times, 
from 27 billion yuan in 1952 to 65 billion in 1957 
(1952 prices), and handicraft production rose by 83 
percent in the same period. The 1957 gross output 
value of agriculture, by contrast, was only 25 percent 
above 1952 output. As a result of these different growth 
rates, the share of factory industry and handicrafts in 
the total gross product of industry and agriculture rose 
from 41.5 percent in 1952 to 56.5 percent in 1957. 


Ibid., p. 


1957 

78.4 

65.0 

34.3 

6.2 

30.7 

13.4 

60.3 
138.7 
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The slow rise of the gross value of agricultural output 
took place despite the fact that the statistics included 
not only strictly agricultural pursuits, such as crop-rais- 
ing and animal husbandry, but also the value of output 
of subsidiary rural occupations. In the statistical change 
of base from 1952 to 1957 prices, the value of output of 
subsidiary rural occupations was entirely eliminated 
from the gross agricultural product, which will hence- 
forth be limited to the value of crops and animal pro- 
ducts. As a result of the elimination of the value of sub- 
sidiary work, the agricultural product (in terms of 1957 
prices) was reduced from 64.9 billion to 53.7 billion 
yuan. Part of the value of subsidiary work, which was 
about 11.2 billion yuan, was transferred to the light in- 
dustry sector; another part, representing household ac- 
tivities, such as tailoring and shoemaking for the house- 
hold’s own use, was probably omitted altogether from 
the gross product. 

As a result of these statistical revisions, the share of 
the value of agricultural output was distorted even fur- 
ther after 1957. Although agricultural output rose by 64 
percent in the great leap, the industrial share of total 
output was still predominant. It is clear that these sta- 
tistical measures distort the relationship between industry 
and agriculture in a country in which about 500 million 
people still derive their livelihood from farming and 
some 100 million from industry. The net product as 
computed by Choh-ming Li, in which agriculture ac- 
counts for about two-thirds and industry for one-third, 
is probably a more correct measure of the relative im- 
portance of these two sectors of the economy.? 

Structurally, the Chinese economy was drastically 
altered during the First Five-Year Plan and in 1958. In 
agriculture, the collectivization of individual farmers 
was virtually completed in 1956, and by the end of 1957 
some 96 percent of China’s 120 million peasant house- 
holds had joined collective farms of the Soviet type, in 
which members were paid only on the basis of work 
contributed to the collective farm. An additional 2 per- 
cent of the households had joined a less advanced stage 
of collective farm, in which members’ incomes depended 
both on labor and on land contributed to the common 
pool. In the second half of 1958, the 700,000 collective 
farms were merged into about 26,000 people’s com- 
munes, which by the end of the year included more than 
99 percent of all rural households. The average popula- 
tion of the rural production units thus rose from 700 
per collective farm to 20,000 in each people’s commune. 
In contrast to the collective farms, which were concern- 
ed mainly with agricultural production, the communes 
were given much wider responsibilities and were placed 
in charge of industry, agriculture, trade, military train- 
ing, education and health within their territories. Com- 


7 Ibid., pp. 30-35. 
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mune management in effect was merged with local 
government administration, and the new communes re- 
placed the hsiang (township), which had been the 
smallest administrative unit of rural government. Or- 
ganized along military lines, in which work groups and 
teams are named “regiments” and “battalions,” the com- 
munes deploy their able-bodied working population in 
field work, in local industries, in land reclamation and 
irrigation projects. It is claimed that communal ser- 
vices, such as children’s nurseries and mess halls, have 
freed many women from household chores for “produc- 
tive” work. 

In industry, private enterprise was virtually elimin- 
ated in the Five-Year Plan. In 1952, private industry 
still contributed 39 percent of the gross factory product 
but by the end of 1956 all private factories had been 
converted into joint state-private enterprises, in which 
the state as a partner participated in investment and 
management. In the handicrafts field, virtually all out- 
puv in 1952 came from individual craftsmen, the co- 
operatives contributing only 259 million yuan out of a 
gross handicraft product of 7,310 million yuan. By the 
end of 1957, 5,890,000 people, or about 90 percent of 
all craftsmen, had joined cooperatives. The socialization 
of private means of transportation, such as junk traffic 
and trucking, was also basically completed during the 
five-year period, and only 3 percent of the total volume 
of retail trade remained in private hands by the end of 
1957. 

As a result of these structural changes, the share of 
the national income derived from the state sector of the 
economy (mainly in industry and transportation) rose 
between 1952 and 1957 from 19 to 33 percent; the share 
of the cooperative sector (in agriculture, handicrafts, 
transportation and trade) from 1.5 to 56 percent, and 
the share of the joint state-private sector (in industry 


and transportation) from 0.7 to 8 percent. At the same 


time, the share of small-scale private (individual) en- 
terprise (in agriculture, handicrafts, trade) dropped 
from 72 percent to 3 percent, and the share of large- 
scale private (capitalist) enterprise (in industry and 
transportation) from 7 percent to less than 0.1 percent. 
During the great leap of 1958, the production of a 
number of key commodities, such as pig iron and steel, 
coal, grain, cotton and other industrial and farm pro- 
ducts, about doubled compared with output in 1957. In 
fact, the absolute production increase of several of these 
items in the single year 1958 exceeded the total rise 
achieved during the whole First Five-Year Plan. 
Perhaps the most significant advances came in the 
output of pig iron and steel. While the output of each 
of these items rose by 4 million tons* from 1952 to 1957, 


8 All tonnage figures are in metric tons. 
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pig iron production increased by more than 7 million 
tons in 1958, and steel output by more than 5 million 
tons. These increases were achieved through a nation- 
wide intensive campaign of smelting iron (and even 
some steel) by primitive handicraft methods in tiny 
backyard furnaces, using local raw materials consisting 
mainly of low-grade iron ore and coal dug out of the 
ground in crude superficial mines. The products of 
these primitive furnaces were used mainly for the local 
manufacture of farm tools and other implements. The 
better-grade iron and steel were shipped to regular steel 
plants for further processing. These modern enterprises 
also contributed to the national steel campaign by con- 
tinued increases of productivity. The daily productivity 
of large modern blast furnaces rose from 1.33 tons of 
pig iron per cubic meter of furnace volume in 1957 to 
1.49 tons in 1958. The daily productivity of open-hearth 
steel furnaces rose from 7.20 tons of steel per square 
meter of furnace floor in 1957 to 7.78 tons in 1958.° 


Total Chinese production of pig iron and steel since 
1952 is shown in Table 3. 


Tas_e 3. Pic IRON AND STEEL PRODUCTION 
(in million metric tons) 


Year Pig Iron Steel 
1952 1.9 1.4 
1953 1.8 
1954 3.1 2.2 
1955 3.9 2.9 
1956 4.8 4.5 
1957 5.9 5.4 
1958 13.7 11.1 
1959 Plan 23 18 


During the Five-Year Plan, both the original 1957 
pig iron target of 4.7 million tons and the steel goal of 
4.1 million tons were already surpassed in 1956. Al- 
though the Five-Year Plan had not called for any major 
increase in the production of crude iron by primitive 
handicraft and other local enterprises, output of such 
iron rose from 30,000 tons in 1952 to 593,000 tons in 
1957. Local pig iron production was planned at 1,730,- 
000 tons for 1958,"° but undoubtedly far exceeded that 
plan as the campaign for the construction of thousands 
of small furnaces gathered speed. The apparently un- 


9 By comparison, the average daily productivity of Soviet 
furnaces in 1957 was 1.27 tons of pig iron and 6.98 tons of 
steel; see USSR v tsifrakh (USSR in Figures), Moscow, 1958, 
p. 114. 


10 Peking Review, June 3, 1958, p. 11. 
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planned character of the great leap of 1958 is particu- 
larly evident from the successive increases in the official 
steel production goal. The original 1958 economic plan, 
announced on February 3, 1958, called for a year-end 
total of 6.3 million tons."’ As evidence of an unusual 
production effort began to pile up, Liu Shao-chi told 
the National Communist Party Congress on May 5 that 
the steel goal had been raised to 7.1 million tons.'* Fin- 
ally the Politburo of the Chinese Communist Party, 
meeting in the second half of August, raised the target 
to 10.7 million tons.’* By the year’s end 11.1 million 
tons had been produced, about 80 percent in large 
plants and the rest in smaller local enterprises. 


China's largest steel plant at Anshan, in Manchuria, 
added the No. 4 and No. 5 open-hearth steel furnaces 
and the No. 10 blast furnace to its installations in 1958. 
Steel production at Anshan rose from 2.9 million tons 
in 1957 to 4.2 million in 1958. Two other large steel 
plants were under construction at Wuhan on the Yang- 
tze River in central China and at Paotow on the 
Yellow River in Inner Mongolia. The Wuhan plant's 
No. 1 blast furnace, with a capacity of 900,000 tons of 
pig iron a year, began operations in September 1958. 
Its second blast furnace and the first two steel furnaces 
are to be added in 1959, when 1.2 million tons of pig 
iron and 500,000 tons of steel are expected to be pro- 
duced. At Paotow, the first blast furnace, also of 900,- 
000-ton annual capacity, is to be completed in 1959. 
Other iron and steel plants are being expanded or built 


in many other Chinese provinces, the principal ones at 
Maanshan and Tungling (Anhwei), Anyang (Honan), 


Peking, Hantan and Chengteh (Hopei), Siangtan 
(Hunan), Kiuchuan (Kansu), Pingsiang (Kiangsi), 
Shanghai (Kiangsu), Tunghwa (Kirin), Shiukwan 
(Kwanetung), Penki (Liaoning), Taiyuan (Shansi), 
Tsingtao and Tsinan (Shantung), Kiangchang and 
Chungking (Szechwan), and Kunming (Yunnan). 

Coal production also increased notably in the great 
leap of 1958. Having just about doubled during the en- 
tire First Five-Year Plan, coal output more than doubled 
again during 1958 (Table 4), placing China in third 
rank among the world’s coal producers (after the Soviet 
Union and the United States). 


As in the case of steel, the 1958 target was succes- 
sively raised during the year as the nation-wide upsurge 
began to take form. First announced as 150.7 million 
tons in February, the goal was raised to 180 million tons 
in May, and by August the year-end total was estimated 


11 Ibid., March 4, 1958, p. 9. 
12 Ibid., June 3, 1958, p. 10. 
13 Ibid., September 9, 1958, p. 4. 


at 210 million tons. In fact, production in 1958 rose to 
270 million tons. A large part was undoubtedly con- 
tributed by thousands of small surface diggings all over 
China, which raised production from handicraft coal 
pits far above the 1957 figure of 6 million tons. Even 
large mines are found in virtually every Chinese prov- 
ince, and decentralization is one of the characteristic 
features of China’s coal industry. The largest coal min- 
ing centers are: Hwainan (Anhwei) with an output of 
8 million tons in 1958; Hokang, Shwangyashan and 
Kisi (Heilungkiang) ; Tsiaotso, Pingtingshan and Hopi 
(Honan) ; Kailan (13 million tons in 1958) and Feng- 
feng (Hopei) ; Tzehing (Hunan) ; Pingsiang (Kiangsi) ; 
Liaoyiian (Kirin); Fushun (15 million tons), Fusin, 
Penki, Peipiao (Liaoning); Tatung, Yangchuan and 
Changchih (Shansi), Tzepo and Tsaochwang (Shan- 
tung); Tungchwan (Shensi) and Chungking (Szech- 
wan). 


Tasie 4. Coat PropuctTion 
(in million tons) 


1952 63.5* 
1953 66.6* 
1954 79.5* 
1955 93.6* 
1956 105.9* 
1957 130 + 
1958 270 + 
1959 Plan 380 + 


* Excluding handicraft output. In 1952, handicraft output 
was 3 million tons. 


¢+ Including handicraft output; in 1957 handicraft output was 
6 million tons. 


In contrast to coal, petroleum continues to be a bottle- 
neck of the Chinese economy. The only important pres- 
ent source of natural petroleum is Yumen in Kansu 
Province. Other oil fields are being explored and partly 
exploited at Karamai (Sinkiang) and in the Tsaidam 
Basin (Tsinghai), but their full utilization must await 
the construction of railroads in the next few years. Some 
oil is also obtained from fields at Yenchang (Shensi) 
and Nanchung (Szechwan). In addition to natural 
petroleum, China extracts oil from bituminous shale 
found with coal at Fushun in Manchuria. A second 
large oil-shale center is being developed at Mowming 
in Kwangtung Province. In addition, China produces 
a little synthetic fuel from bituminous coal. Despite the 
ise of additional oil sources, the lag in oil-field develop- 
‘nent resulted in under-fulfillment of the First Five-Year 
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Plan. Only 1,460,000 tons of oil from all sources were 
produced in 1957 compared with an original goal of 
2,012,000 tons (Table 5). During 1958, a 100-mile pipe- 
line was built in Sinkiang from the Karamai oil field to 
the refinery at Tushantze (near Wusu), which was ex- 
panded to a capacity of 400,000 tons of crude oil. Re- 
fined products from the refinery were sent by tanker 
trucks as far as the advancing railhead of the Lanchow- 
Sinkiang railroad for further shipment by rail. The first 
construction phase of the Lanchow oil refinery, with an 
initial capacity of 1,000,000 tons of crude, was com- 
pleted in 1958 to process petroleum from the Yumen 
field. At Yumen, exploitation of the newly developed 
Yaerhhsia field in 1959 was expected to double output 
compared with 1958. 


Taste 5. Om PropuctTion* 
(in thousand tons) 


1952 436 
1953 622 
1954 789 
1955 966 
1956 1163 
1957 Plan 2012 
1957 Actual 1460 
1958 2260 


* Includes natural crude oil, shale oil and synthetic fuel. 


A major aspect of the Chinese industrialization effort 
has been the development of electric power stations. 
Power is being generated both from thermal stations 
burning coal and from hydro-electric stations. In 1958, 
coal-burning power plants accounted for 4.8 million of 
the total generating capacity of 6 million kilowatts. 
Thermal stations were being built in many new indus- 
trial centers, such as Paotow, Lanchow and Loyang. 
Other coal-burning power stations were under construc- 
tion in 1958 at Peking, Taiyuan, Fushun, Wuhan, and 
at Waneting (Kiangsu) for the Shanghai industrial 
area. Although hydro-electric stations accounted for 
only 1.2 million kw, or 20 percent of the total generat- 
ing capacity in 1958, many large installations were 
under construction: and were expected to raise the 
hydro-electric capacity considerably in the next few 
years. Among the largest hydro stations are: Sanmen 
(1,000,000 kw), Liuchia (1,000,000 kw), Yenkuo (580,- 
000 kw) and Chingtung (260,000 kw), all on the 
Yellow River; the Sinan station (652,500 kw) in Che- 
kiang Province, due to start operations in 1959; and 
the Sinfeng station (290,000 kw) in Kwangtung Prov- 
ince. The largest hydro-electric plant now operating in 
China is the 567,000 kw Fengman station near Kirin in 
Manchuria. China also shares with North Korea the 
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electric output of the 700,000 kw plant at Supung on 
the Yalu River, and is participating in the construction 
of a second Yalu River hydro station at Unbong, due to 
have a capacity of 600,000 kw. Table 6 shows China’s 
electric power production in recent years. 


Tas_e 6. ELectric Power PRODUCTION 

(In billion kilowatt-hours) 
1952 7.3 
1953 9.2 
1954 11.0 
1955 12.3 
1956 16.6 
1957 19.3 
1958 27.5 
1959 Plan 40 


The intensive construction of industrial enterprises 
has placed heavy demands on China’s building materials 
industry. Cement plants have been rising in many parts 
of the country and timber production is being acceler- 
ated in the forests of northern Manchuria and Inner 
Mongolia. The principal timber centers are Tuliho in 
the Greater Khingan Mountains of Inner Mongolia, 
and Ichun in the Lesser Khingan Range of Manchuria. 
In both areas lumber railroads are being driven into 
previously untapped forests. China’s production of 
building materials is shown in Table 7. 


Tas_e 7. PropucTION OF BUILDING MATERIALS 


Timber* 
(in million cubic meters) 


Cement 
(In million tons) 


1952 2.9 11.2 
1953 3.9 —_ 
1954 4.6 _ 
1955 4.5 20.5 
1956 6.4 20.6 
1957 6.9 27.9 
1958 9.3 35 

1959 Plan 12.5 -- 

* Includes handicraft production. 


China’s chemical industry has been expanding both 
in heavy industrial chemicals (particularly sulfuric acid 
and alkalis) and in fertilizers. In addition to the old 
chemical centers of Dairen, Tientsin and Nanking, new 
plants have been built at Kirin, Taiyuan, Lanchow and 
in Szechwan Province. The Kirin chemical plant uses 
calcium carbide as a basic material; the Lanchow chem- 
ical plant processes oil-refinery gases into a wide range 
of chemical products, and Taiyuan produces superphos- 
phate fertilizer. Table 8 shows China’s chemical produc- 
tion in recent years. 
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8. PropucTion oF CHEMICALS 
(in thousand tons) 

1952 1957 1958 
Sulfuric acid 190 632 740 
Soda ash 192 506 640 
Caustic soda 79 270 
Fertilizers 194 798 

(including) 
Ammonium sulfate 181 511 
Phosphates 120 
Ammonium nitrate 8 150 


811 


High priority is being given to the development of a 
machine-building industry. Among the major machin- 
ery plants under construction in 1958 were the heavy 
machinery plants of Fularki and Chinchow in Man- 
churia, the tractor plant and mining machinery plant 
at Loyang, the ballbearing factories at Loyang and 
Harbin, the petroleum equipment plant of Lanchow, 
electric motor factories at Harbin, Sian and Siangtan, 
a steam-turbine plant at Harbin, and a heavy machine- 
tool plant at Wuhan. Although China still depends on 
the Soviet Union for complex types of industrial equip- 
ment, self-sufficiency in machine equipment reached 60 
percent in 1957. Many kinds of industrial equipment, 
such as power-generating equipment, blast-furnace 
equipment, coal-cutting machines, various types of mod- 
ern machine tools, and whole sets of textile, paper- 
making and sugar-refining equipment were produced 
for the first time by the Chinese plants. Table 9 shows 
recent gains in the Chinese production of machine 
tools, transportation equipment and farm machines. 


Tasie 9. Propuction or SeLectep MACHINERY 
1952 1957 1958 1959 Plan 

Machine tools 13,734 28,000 50,000 70,000-75,000 
Locomotives 167* 350 555 
Freight cars 5,792 7,300* 11,000 27,000-28,500 
Motor vehicles 0 7,500 16,000 

(mainly trucks) 
Merchant vessels 

(deadweight 

tonnage ) 
Tractors 0 0 957 
Grain combines 0 124 545 
Power threshers 0 0 740 
Cotton spindles (no data) 484 1,000 

(in thousands) 


54,000 90,000 


3,000 
1,100 
3,000 
2,500 


* The original Five-Year Plan goals for locomotives (200 in 
1957) and freight cars (8,500) were not fulfilled. 


Production of light industry, including mainly textiles 
and processed foods, advanced far less spectacularly 
than heavy industrial output during 1958. Production 
increases in the textile and food sectors in 1958 re- 
flected in part the size of the previous year’s farm crops, 
which had been only slightly larger than in 1956. Al- 
though sharp crop increases were achieved in 1958 
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(as will be seen below), their effect in the processing 
fields was not expected to be felt until 1959. Among 
major light industrial plants completed in 1958 were 
the No, 2 and No. 4 cotton mills at Hantan (Hopei 
Province) and the No. 6 cotton mill at Chengchow 
(Honan Province); and the first phase of the Nan- 
ping paper mill (Fukien), which is China’s third mod- 
ern newsprint mill (others being at Kiamusze in Man- 
churia and at Canton). Table 10 shows production of 
selected items in light industry in recent years. 


Tasre 10. Propuction 1n LiGut INDUSTRY 
1952 1957 1958 1959 Plan 
Cotton yarn 3.62 4.65F 6.1 8.5 
(Million bales 
of 400 Ibs) 
Cotton cloth* 3,830 5,050 5,700 7,200 
(Million meters) 
Paper* 540 1,220 1,630 
(Thousand tons) 
Edible oils* 
(Thousand tons) 
Sugar* 864+ 
(Thousand tons) 
Salt* 4.9 8.3 
(Million tons) 


1,1004 1,250 


* Includes handicraft production 

¢ Five-Year Plan goals were not fulfilled in cotton yarn (5 
-bales), edible oils (1,794,000 tons) sugar 
(1,100,000 tons) 


This article will be concluded in the next issue of the 
Far Eastern Survey. 


| BOOKS ON ASIA AND THE PACIFIC 


WEST OF THE INDUS. By William O. Douglas. New York: 

Doubleday & Co. 1958. 502 pp. $5.00. 

This is the story of a 7,000 mile trip in a Chevrolet station 
wagon, starting at Karachi, running first northerly through 
West Pakistan, thence with many a side trip through Afghan- 
istan, Iran, Iraq and Turkey, finishing at Istanbul. The au- 
thor’s wife was the efficient mechanic who frequently crawled 
under the car, in searing heat, with her tool kit, to repair 
the damage done by deeply rutted, incredibly bad roads, while 
Mr. Justice Douglas took pictures. How does the author get 
away with it? Bad roads, he tells us, are no impediment to 
travel “if a man brings along his own mechanic and keeps 
her reasonably happy and satisfied with constant praise.” 

The book gives a good account of early irrigation schemes, 
later abandoned because of the development of salinity 
through failure of drainage, contrasted with present day im- 
proved practice, where drainage carries away the salt and 
places the productivity of the soil on a permanent basis. 
Douglas treats sympathetically the hoarding of Asiatic capi- 
tal in jewels and land, saying that the atmosphere of inse- 
curity that has hung over Asia for many centuries of invasion 
and uprisings is a psychological] factor that still works to re- 
tard the growth of industrialization financed by local private 
capital, and thus compelling much state socialism. The book 
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also contains brief accounts of minority religions of the area, 
such as the Bahai, the Mandeans and the Yazidis; the last 
are devil-worshippers who realize that God is so good he 
needs no propitiation, and so they flatter the devil bv living 
as he would have them! 

This is not a book for specialists, but for the average reader, 
designed to disarm his prejudices and arouse his fellowship 
and sympathy for the people of the Moslem world. 

Spokane, Washington BENJAMIN H. KIZER 


THE BRAVE NEW WORLD. By Helen and Scott Nearing. 
Harborside, Maine: Social Science Institute. 1958. 244 pp. 
$3.50. 

This book is the outgrowth of the experiences of its au- 
thors, who were delegates to the communist-sponsored “World 
Council of Peace,’ during their stay of some weeks in the 
USSR and China in the winter of 1957-8. In both countries 
their well-known advocacy of socialism ensured them a_ hos- 
pitable reception and gave them unusual opportunities for ob- 
servation. Since the Nearings are trained writers and educa- 
tors of unusual intelligence, the results of their exceptional 
opportunities could have been a book of unusual value. Un- 
fortunately, their socialist partisanship is so strong that the 
book is almost worthless. The rapturous anticipations they 
carried with them, as they entered this “brave, new world” 
seems to have prevented them from seeing anything short of 
their own idealistic expectations. If only they could have in- 
troduced one or two venial shortcomings, one or two cases 
of difficulties in creating an ideal world, the book would 
have more plaustbilitw%e But the theme song of the book on 
its every page is that everything is perfect and is improving 
with miraculous rapidity. About half the book is given over 
to their experiences in China. Here, the one part that gives 
the book whatever slight value it has is their observations on 
education. For instance, the 6,500,000 Chuangs who live 
mainly on the northern slopes of the Himalayas, in Kwangsi, 
have now been provided with a written language for the first 
time, as are a number of the other, smaller minorities within 
China. Here, communism has done well, with the prospect 
that its totalitarian aspects, at least, will be greatly diminished 
as education becomes the commonplace of the Chinese people. 
It is a pity that such an excellent opportunity for impartial 
reporting has been thrown away in favor of self-defeating 
propaganda. 


Spokane, Washington BENJAMIN H. KIZER 
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